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SANDLER, REIFF & YOUNG, P.C.

April 17, 2009

Ms. Wanda Thomas

Acting Assistant Staff Director
Audit Divisien

Federal Election Commission
999 E Street, N.W.
Washiegtoun, D.C. 20463

Dear Ms. Thomas:

This letter, and attached exhibits will serve as the response of the Washington State Democratic
Central Committez (“WSDCC”) to the Interim Audit Report ("Audit Report") of the Federal
Election Commission’s Audit Division ("the Audit Division") for the period covering the
WSDCC’s findnial activities for 2003 and 2004.

. The response to each of the Audit Division’s five racommendstions ix az follows:
Recommendation #1

The Committee has reviewed the recommendation and has reviewed the documentation
provided by the Audit Division. After a review of documentation provided by the Commission the
committee agrees that these transactions require amendment. However, the appropriate
amendments are not entirely in sync with the Commission’s recommended changes. Attached, as
Exhibit 1, is a sprentistieet tizat explains the disposition of each amended item.

Recommensdation #2

The following represents the disposition of the Commission’s finding on excessive
candidate contributions:

Alben 2004 - The committee made a $3,000 contribution to the Alben campaign that was
designated for the general election. However, Alex Alben was unsuccessful in his bid to obtain the
Democratic nomination for Congress. The Alben campaign was requirsd to refund the $3,000
contribution to the WSDCC in accordance with 11 C.F.R. § 102.9(¢)(3). However, the Alben
campaign failed to make a refund and was permitted to terminate the committee by the
Commission in March 2005. Therafore, the WSDCC is unable to request a refund at this time.
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Barbieri for Congress - $1,500 of the May 20, 2004 contribution was intended for the primary
election. The report has boen amended to clarify this intent. A portien of the in-kind for voter file
has bees moved to Schadule F, Lier: 25 o5 e poardhiated eapsmdithre.

Friends of Sandy Matheson — The in-kind contributions have been reclassified as coordinated
expenditures and have haen moved to Schedule F, Line 25.

Recommendation #3

The committee acknowledges the reporting errors regarding its Levin activity and has amended
reports to correct these errors.

Recamm tivrn #4

The cammittes has reviewed this recommendation and has determined that only two of the
communications listed on the Commission’s spreadsheet were, in fact, independent expenditures.
These two expenditures have beer: moved to Schedule E, Line 24. All other communications listed
on the Commission’s spreadsheet were either coordinated communications or volunteer exempt
activities. Furthermore, a number of the communications included non-federal candidates and
generic references to the Democratic Party. Expenses with such references have been allocated to
Lines 29 and 30(b) s appropriate. The spreadsheot attached as Exhibit 2 explains the disposition
of each communieation on fire Ceminiesion’s sprewdsheet. It should be moted that one off the muil
comnnmicatinae axclusively on behalf of Patty Murray, entitied *“Too Extreme” wree q voluitear
exemnpt activity. An affidavit and athor documentatioo to demmastraie that thie was vahinteer
exempt are attached as Exhibit 3. Qther mailings an behalf af Patty Murray were intenénd as
coordinated expenditures apd have hesn movad to Schedude F, Line 25.

It should be noted that there are several mailings undertaken on behalf of John Kerry, the
Democratic nominee for President listed on the Commission schedules. It is the WSDCC’s belief
that these mailings were intended as voluntert excrnpt activities. However, the committee has been
unable to locate any documentation regarding the volunteer participation with respect to these
comnrunications. M accordance with the committoe’s belief that thege vrere exempt activities, the
disbumeimnenits havo bean mayed to Line 30(b).

tion

The commiittee has carefully reviewed the Commission’s finding and recommendation and
disagrees with both the Commission’s conclusion and legal analysis. First, the Commission offers
no regulatory citation for (and no citation existed with respect to 2004 activities) with respect to the
requireraent that funds raised that “convey a plan” to promote, support, attack or oppose a federal
candidate must be deposited into a federal account. To be sure, the Commission promulgated a
regulation that requires contributions that are solicited with the Intent to excluively suppot or
oppoac a cloarly identified fodeial samildate must be deymsited inio a iedtrat account. Thic
regulatica did not teke sffect until Jansary 1, 2005." The Comminsirm may not retroactively apply

V11 CFR. § 100.57(b). The WSROC questions whetirst the Cammiagion mally intonded to inclnde party remmiitees
within the purview of this regulation. The regulation requires that no more than 50% of contributions raised through




the regulation to activity by the WSDCC that took place in 2004. The committee’s fundraising
efforte ware, in fact, It furthecance of'its efforts to support the election of state and local cundidates
and wero depumited into the comuitise’s nun-swempt sccrmnt which was timited to coniributivns of
$3,400 per yrar in 2004. Dun to thig limitatiom, the oomunitter muot ues sneall dener, intermolicting
activiting to fund ectivities on behalf of miate snd iocal camlidates.

The committee also disagrees with the Commission’s finding with respect to the fundraising
expenses. First, the committee disagrees with the Commission’s use of MURs 5403 and 5466 as
authority for the proposition cited by the Commission that fundraising communications that PASO
a clearly identified federal candidate are “expenditures.” These matters involved the abuse of the
Commission’s atlocation rugulations by a non-conrected PAC who purported to raise
impeiniissible nen-federal fumds fur the purpem: of usihg thovs funds to inflaonve fbderal elections.
It wae in thexi ecntext thai the Commission mice its findings. in this mattor, ihe WSDCC was
depasiting fedorally permiscible funds inio its nan-fedem! accannt fior the qmnrase of inflmmcing
non-federal elsetions. As deteribed sbove, the motivetian behind this fundrmicing was not to use
the funds 1o influance any federal election ot rather, due to tha restrictive nature of Washington
campaign finance law and the need to fund an account to spend funds directly on behalf of state and
local candidates. It serves no legal or policy purpose to demand that the WSDCC return these
funds to the federal account (which would ironically result in a federal fund windfall for the state
party). Likewise, it serves no legal or policy puspose to require the WSDCC pay for these
fundaising expenases with federal funds.

Second, the cermmitine dismrten that the script actenlly attrmirs a2 appaent a federal cididwic: The
communication mernly states that the WSDCC has a plan to defeat George W. Bush. It does not, in
any way, attack President Bush’s plans or projects, or attack his character. The letter merely
discusees the general plens of the WSDCC, which in a presidential electicn year, would chvicusly
include activities in connectior with the presidential election. Thus, in 2004, it was within the
WSDCC’s rights to deposit any or all of the funds raised by this mailing in the committee’s non-
federal account. Furthermore, the committee was permitted to use non-federal funds to pay for
these expenses.

Although the WSDCC disagtees wilh ths finding and recommmmdatiens of tlie audit wsport, the
committet: ininnded to cnmply with the Camnrission’s reconmmeraintion wiih reagmat o Finding #5.
Hownvar, at thig time, the committee has only $5,813 in its “non-exempt” account, the account into
which these funds were deposited. Due to the restrictive nature of the contribution limits to this
account, the oommittee has difficulty raising finda for the account, other than through small donor
fundraising. The committee does maintsin an unrestricted “exempt” non-federal account for
activities that do not directly influence non-federal elections. The WSDCC sought guidance from
the Washington State Public Disclosure Commission as to whether it was permitted to use exempt
funds to comply with the Commission’s recommendation. The WSDCC has been informed by the
Public Disclosure Commiasion that any attempt to ure exempt funds to comply with the
Cornmnission’s recommentivtion wrouid hkely result in a viciation of Washington eampeign firmnoc

reference t federul and non-Teeral elections be depesited into a non-fedzml sccount. This ratio is consistent with the
50% fadezal allacation formmeih foe nos-praty politice! committoes bwt is inconsintent with the alincntion formula fax
state and local party committees which range from 15% ta 36% federal.




law. In addition, as of April 17, 2009, the WSDCC only has $19,241 in its federal accounts.
Therefore, the WSDCC is unable to comply with the Commission’s recommandation at this time.

Based upon our objections to the findings, the committee does not intend to amend its reports at

this time, but will consider filing such emendments if the Commissidn, by a vote of a majority of its
membhers, disagrees with the committee’s response to the Inferim Audit Report.

If you require any further information, or have any other questions, please call me at (202)
479-1111.

Sinc,

eil Rei
Counsel to the Washifigton State Democratic
Central Committee
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: . BEFORE.THE
' FEDERAL ELECTION COMMISSTON

INRE

Washingtan Demoeratic Farty

i R R

) TION A ;

1 During the 2004 general election campaign | served as a regional field
director for the Patty Murray for 1.5, Senate Tn that capavity. | supervised the
production and di'wibutiun. b3; \-olumen. of a mail plocs entifled “Fxireing” in October
2004, '

2 T that g, T was responsiblo-for tho overnight of Washingion
Democratic Party vohuotoers who were assisting in the production of this mailing. -

3 Due 1o the fact that the mailing oocumed almas! five yedrs ago, | cannot
cecal the cxack particalass of whit each voluntear did. However, | can recall, gonerally,
that the volunuiess played un.extensive ole in the preparation of (his maiting.

1 doclare under ponallies of perjury that the foregoing is true and oorrect ta the

- best of oy presem knowledge, information and betief, Dated Uis 15th day of April,

2009.

/e po— .

Mictigel King
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